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Why Are We Here?

:

-

OISOIVE.onE Review the past,

v Analyze the present,
g ° Mmg g Plan the future.

used whenwe
created. theni.

Albert Einstein

William Hendricks
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p ity cle-The Top S Reasons You

f\_ypnt‘ﬁ; Analyze Your Rates:

I

f
’
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ity2Cliecl:- The Top S Reasons You
[ %nt‘ﬁf Analyze Your Rates:

'_-

5. The state is forcing you to
upgrade your system and it is
going to break you .
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T ot
RealityaChiccle-The Top S Reasons You

.

e

4. Your rates are very old and the
system Is going broke
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T ot
ReEalityaCheck - The Top S Reasons You

e

3. A big ticket item died and fixing it
made your system go broke
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eality Che = The Top 5 Reasons You
-~ wNow W MAnalyze Your Rates:

-
ol

| -
2. You nece ‘erants and loans to keep

yourssystem from breaking down

S Somewsuckemiemdicd andixing it made your system
S0 DIEOKE

4. Your rates areveryaold and the system is going broke

S. The State is/ forcing you to upgrade your system and it is
going to break you
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/Check - The T'op S Reasons You
INow Wy al 'H'Analyze Your Rates:

If you ra sﬂgtes for no good
| reasonsghenratepayers will break
yourles

NN CeH NS SR s o keep your system from going
broke

3. Some bigsckemiem died and fixing it made your system
g0 broke

4. Your rates are very old and the system is going broke

S. The State is forcing you' to upgrade your system and it is
going to break you

@ Missouri
Department of
Show-me Ratemaker Workshop epartment o

Natural Resources




| R\

B Reality Check

NMMe;

:

The smare will help you solve these
problems. Just don’t let it get that bad
again.
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. iohuse the Show-me
Ratemaker software

Show how to get follow-up help with
your analysis
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Who are you?
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g last’s, years in EMI, last 2 years
lone workshop

klast November (NY EFC
doing workshops now)

New Mexico in January and March (NM
EFC is now doing workshops in NM &
several states, too)
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Ratemaker Workshops

-

nity: Resourice Group (Southern
s south & southeast U.S.)

intAvlEnsas in April

Colorado, July (CRWA now doing
workshops)
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Massachusetts, June, 2003
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I States Interested in

cimaker Workshops

. » o0
ANV

NIV ELIIL YVe ' re
Workang on them!!!
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Ratemaker démonstration and “what-if”

- o —

scenarios.
Ratemaking and presentation strategies
Workshop evaluations
Adjourn
One-on-one time
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S Workshop Logistics

strooms

Phones; cell .phones and pagers

Materials and evaluations
Software
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Questions?

L\

<9 .

slow us down,
Particip articipate, participate!

Humorous ox: true-life stories?

g Missouri
' Department of
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U @@ge‘z&nalysis Overview

-
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wy A
% d m JEHEArEe Analysis Motto

E ol

\tgs 00 late - In fiction or In

life - to revise.

Nancy Thayer
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Carl E. Brown

Assistance Provider
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I . .
= i l
N . 1
RE

nd how analysis fits in

What‘oﬂnalyze?
“Ratios 101~

Show-me Ratemaker Workshop




ng@' rates cover future costs?

Will we have money to handle repairs,
replacements and unexpected expenses?

Are our rates fair to our customers?

@ | Missouri
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..‘ Wiy Analyze (cont.)

- N

I . .
= i l
N . 1
RE

le torbuild new facilities?
to apply for grants and loans?

Whatniitheieconomy, inflation and interest
rates change?

Is our population growing or declining?

@ | Missouri
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Wy Analyze (cont.)

-

,S terms...

atechnical, managerial & financial

(TMapacity today?

How willlit'look in the future?

Or, in planner’s terms...
Where are we?
Where do we want to be?
How do we get there?

@ | Missouri
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WHATISIMIE Assessment?

-

Our entire system

hiardware and people who produce

the‘@ic

Managerial’= decision makers and staff who
support technical

Financial - the money that makes it happen
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TMEF is a three-legged stool

I one leg is too weak...




overnment and district officials

yerators
Engineéering and finance consultants

Hundingragencies
Regulators
Technical Assistance providers

Anyone can do it - easy to do using the
available checklists
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o

ccklist for: water systems

M\m for wastewater systems

Both are available on EAQO website at:
www.dnr.mo.gov/oac/Igov.htm
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S Steps to
o _ sililding TMFE Capacity

, r\*"'r1 ViZK uﬁ*ﬁnt operations and

.C DN | y
Whergare we?
hererdorwe want to be?
2o Improye cuth pperEuons andreduce costs
St AnalyZeatespuevelop proposed adjustments

4. Build supportior new rates
5. Adjust rates and track results

@ | Missouri
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Steps to
B lﬂﬁlg TMF Capacity

\nalyze current voperailond ancl €U

. Improye current operations and
reduce costs
How do we get there?

3. Analyze rateﬂevelop proposed adjustments
4. Build'support ioxnew rates
5. Adjust rates'and track results

@ | Missouri
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p _'E-‘r pacan = “fix>* or improve my

Does thesystem leak™?

Can we share statf, equipment with others or
contract for services?

@ | Missouri
' Department of
Show-me Ratemaker Workshop epartment o

| Natural Resources




How can I “fix” my
Viamiagerial Capacity?

upport network

fificials and staff

Software_zmand print materials

Consultants

NERWA, State TA offices and other assistance
providers

Associations
Other nearby systems

@ Missouri
Sh Rat ker Worksh Department of
T R e L | Natural Resources




- How can I “fix” my
Slinancial Capacity?

ISErS; Even hospitals, schools, churches,
other) sovernmment departments like police, city
paxksgpublic buildings

Bill'timelysand accurately

Surcharge high volume & peaking water and
high-strength sewer users

Watch for illegal tapping and meter by-passing
Enforce collection and shut off policies
Increase penalties

@ Missouri
Show-me Ratemaker Worksho Department of
P : Natural Resources




, How can I “fix” my
S Finiancial Capacity?

Seitems that produce marginal

re%

Take adyantage of economies of scale,
participate in coops, etc.

Analyze and adjust rates regularly

@ | Missouri
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How can I “fix” my
YOVEEIITME Capacity?

BillimgFandi collections
Operation'and maintenance
Equipment rental

Form a supplies purchasing co-op

Form an equipment co-op

@ | Missou
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o - Steps to
o _| lﬂﬁig I'MF Capacity

3 i L
Lo Analyze current vpgrafloagwllcREUTE
%, Tmprove current pperaiiong il fglid R

3. Analyzesates, develop proposed
adjustments

4, Build SuppoTasisIenewarAbes

5. Adjustrates and track results
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|

o - Steps to
o _| lﬂﬁig I'MF Capacity

3 i L
Lo Analyze current vpgrafloagwllcREUTE
%, Tmprove current pperaiiong il fglid R
@)Analyze SNESMMEVEIOP proposed adjustments

4. Buildssupport for new rates
5. Adjust rat qmﬂrack results
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f"’ e Steps to

e @ Bu lﬂﬁig I'MF Capacity

L Analyze eurren op*éﬁti(])ns and costs
%, Tmprove current pperaiiong il fglid R
SN Y/ CHeNESIEVEIOp proposed adjustments
2, Bulldigupport for ugyy rices

S. Adjustrates and track results

@ | Missouri
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W Types of Rates

-

tional toruse” rates are based on

‘01 water or sewer service
each‘@stomer receives (use neutral.)

“Cost to sexve” rates are based on the
costs that each customer or customer
class causes the system to incur (use
neutral.)

@ | Missouri
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W= Types of Rates

T . PN
yation: rates go up as volume

p (encourage water
con@tion.)

“Decliningrates go down as use goes up
(encourage water consumption.)

“Arbitrary” rates are ... arbitrary.

@ | Missouri
' Department of
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roportional rates

“Proportiohal to use” is simple to
calculate and use, easy to understand

Show-me Ratemaker Software generates
them automatically
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Ratios 101

Operating ratio

Coverage ratio

Other key indicators

@ | Missouri
' Department of
Show-me Ratemaker \WWorkshop P

Natural Resources




= Operating Ratio

Operating Ratio

Operating
Expenses

Show-me Ratemaker Workshop




o 4 , .

‘ - - Operating Ratio

E ol

Iixpenses Include:

Administration
Wages
Taxes Benefits
Interest Utilities
Cash carry over/ fund Supplies

transfers Other (non-debt)
Other revenues operating expenses

@ | Missouri
' Department of
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t on paper).
1.15 =torlarger systems (>2,000 users)

1.35'-- for smaller systems (<1,000 users)
1.50 -- Moody’s target ratio

1.20 -- for CDBG funding

@ | Missouri
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‘ B Coverage Ratio

T

1

= Coverage
Ratio

Annual Debt Service
Expenses

@ | Missouri
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W Coverage Ratio

-

ther’lenders and bond buyers
erage ratio a good ratio of
anagement

LLess than 1.0 you can’t pay your debt
1.25 is a common target

1.90 Moody’s target for high bond rating

@ | Missouri
' Department of
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CDBG looks for user fees >1.5 % of the
average customer’s AMHI

Show-me Ratemaker Workshop




A Good User
gharge Analysis Will:

-

laniand budget

Show yo I current and future
ﬁnag@l status under various

scenarios,

Help you develop new rates that are
adequate and equitable

Help you make grant and loan
applications

Show-me Ratemaker Workshop




e A Good User
lifirge Analysis Will:

E il

our altordability index,
atio, coverage ratio, other

Show: you the rate effects of fixed and
variable costs, R & R costs, interest
rates, and inflation rates

Show-me Ratemaker Workshop




, 3

A Good User
Ehtirge Analysis Will:

o

utherannual annuity needed for

direplacements and allow
ild additional reserves, if

x| B

:

b
T
-
¢
=
bab
|
-

you
desired

Give you graphic illustrations for

management decisions and public
meetings (‘Sell” itself)

Show-me Ratemaker Workshop




Summary*

Step 1: short and long-term TMF

assessmient and make improvements

Show-me Ratemaker Workshop




,St'eﬁZ: Analyze




Then, do me more.

-

Analysis 1s'something you learn as you
o0, and the product gets better as you
work on it.

Show-me Ratemaker Workshop
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¥ S Questions?
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Ratemaker Overview

Show-me Ratemaker Workshop




Agenda

ctiing d in the software

Gettin"gﬂ know the worksheet pages

Show-me Ratemaker Workshop




p— Definitions

3 w

SIS ye!nr “fhie one-year period being
alsorcalled “last year”

% ¢ year: following the analysis

year’=Should be right now

‘Old’ debt expenses - those that show up in
the analysis year

‘New” debt expenses - those that show up
after the analysis year

Show-me Ratemaker Workshop
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iitation o) the Instructions,
SWorksheets and Tabs

Agchiroughrche entire packet

: 4
onsare organized by section, using
the worksheet and tab names

Instructions are set in same order as the
worksheets

Instructions serve as general tutorial and
sive detailed guidance on how to use the
software

Show-me Ratemaker Workshop




kShéets in the Software

3 w

- read and follow

rocedure described here is
“B@)rtlonal to use” scenario first, other

proposed scenarios next, “current” scenario
last. Not logical, but most efficient.

Analysis is done in “loops”
Cell protection; you can’t hurt software!

@ Missouri
Show-me Ratemaker Worksho Department of
P L | Natural Resources




documents your volume usage

Your fixst data entry sheet

D. Revenues vs. Customer Usage -
documents your rate chart, starting
balances and revenues

@ | Missouri
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“In-between” priced items go in this
schedule, normal maintenance items go in
“Costs” worksheet, capital items in
“Investments & Reserves” worksheet

Total annuity from this schedule plugs itself
into the “Costs” worksheet

@ | Missouri
' Department of
Show-me Ratemaker Workshop , P

| Natural Resources




OEESHEELS in the Software

| 'xea and Variable Operating
uments historical costs,
useﬂ@ project future costs:

Fixed Costs
Variable Costs
Loading and Cost Allocation Calculations

@ | Missou
' Department of
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withiniiztion and other adjustments
This year’s revenues will be “blended”

Automated setting of “proportional to use”
rates, manual for other rate structures

@ | Missouri
' Department of
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Sg@l input and adjustment cells

Inflation factor cells

“See Line 46 Instructions” on Net Operating
Revenues line leads you to fix the problem if
you are operating in the

@ Missouri
Show-me Ratemaker Worksho Department of
P L | Natural Resources




-
apital Inyvestments and Reserves
rojection
F‘wources, uses and debt repayment

Scheduling of projects, funding, repayment
ol “new” debt

@ | Missouri
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Fg@ear projection

Affordability index, ratios, balances and
their trends

K. Informational tables, and pie and
bar charts

@ | Missou
' Department of
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¥ S Questions?
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_,, !i ive Show-me Analysis With
B “What-if” Scenarios

“aerd;nt” example - follow in
worksheets

Audince participation time:

Questions & discussion

Suggest situations to depict

Show-me Ratemaker Workshop
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¥ S Questions?

@ | Missouri
Department of
Show-me Ratemaker Workshop é | e

&4 Natural Resources







‘ SRATE Setting Strategies

I 3

I.Myze frequently

Show-me Ratemaker Workshop




¥

ﬂat‘e’ Setting Strategies

1
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>

? s Setting Strategies
=
24
Ll

/4 -
Anilyze freq 0tly.

AWinlke siall b fr‘équént Cadjustments.

3. If catesthiave not been adjusted for
years'belore you recently arrived, be
brave. Blame your predecessor, then
propose one, or a short series of rate
adjustments that will quickly get the
rates where they should be.

@ | Missouri
' Department of
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DRALESetting Strategies

1

E il

unt for all utilities and

Show-me Ratemaker Workshop




Rat€"Setting Strategies

ACEIIE TN I CSEnRdamunicipal services separately;

SRR CRIRAIECyenuesndspend it on sewer service,
_Jiccilyr piher THTTES

5. Dofthicright thing, and be seen doing
the right'thing.

@ | Missouri
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s

ate Setting Strategies

) -~
S oo EnNatilitics Jand umicipali sexvices separately;
Relo not ,u_'ge RVAYaEyeneand spend it on sewer service,

.streets ur other thingg
5. Dojthe € righ UNRSEEENEscen domg the right thing.

6. Developiyour TMF and show the
ratepayers that strong TMF is needed
to serve them as they desire.

@ Missouri
Department of
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SRAIE Setting Strategies

e P
glearlysdemonstrate the need for

§, comparing proposed
‘4( “donothing” or current

rates alternative.
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e ‘ BRAE Setting Strategies

B

Y your open meetings/records

Show-me Ratemaker Workshop
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Rate"Setting Strategies

I AT LR C El N O ad justments, comparing
roposed rated o the “doy noililng? 0 MG gds ARG
nztlve,
SeALId iy siapcnumeeungs/records law.

9. Keepit atee, not a tax.

@ | Missouri
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Show-me Ratemaker Workshop epartment o

Natural Resources




etting Strategies

SV CTHBNSWE CRHENICEAN o adjustments, comparing

OISR NEES ORIICRIOTHING” or current rates
gealteiliatiysn |

B C Y ST eLin s/ records law.

9. Keephuituee: NOT 2 ERE

10. Use generally accepted accounting
principles. (Don’t “do an Enron”.)

@ Missouri
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~ Qg’% savvy and brave. Resize the
worksheets'so they will be easier to read when
projected.

3. If you can’t present “live,” make color
overheads of all the tables and charts and have
them ready to show, if needed.

@ Missou
Show-me Ratemaker Workshop 5 Department of
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resenationsStrategies and Tools

-l‘ E il
sent only those tables and charts

emonstrate your points

andd@ you can explain well.

Beware offinformation overload. When people
get overwhelmed, they want to reject whatever
the proposal is.

@ | Missouri
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SWe current rates (the “do nothing”)

scenarioMirst, so people have a basis to consider
your proposed rates.

6. Make it clear you are doing cost,
revenue and rate projections, not
politics.

@ | Missouri
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aubniSirategies and Tools

1 are cmployed by the
> have an outsider on hand
to hel@nswer questions or even
present the analysis if they can.
Ratepayers may perceive you as just
wanting to get more of their money

(playing politics.)

Show-me Ratemaker Workshop _




WWW.gng.mo.gov/oac/lgov.htm
Call EAO at 1-800-361-4827

Other agencies (RPCs, MAP, etc.)

Private consultants/engineers

@ | Missou
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Summary

I . .
= i l
N . 1
RE

]

:

£

whcnever there is any big change but
WO years, every year Is better.

Just do it.
Then, do it some more.

It really does get better.
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|

anks

for attending the

atemaker Workshop
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A~ Postscript
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F . '..'. |
ol . RS TME Capacity?
i

delines a system’s capacity as “the
-

ity torplanifor, achieve, and maintain
complizmcewith applicable standards now

and in the future.” [SDWA]

System capacity merges Technical,
Managerial and Financial aspects [TMF]

Required for SRF eligibility; recommended
by other funding sources
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How can I “fix” my
"échnical Capacity

Re,pi@ residential meters every 8-10 years
Replacelarxger meters more often

@ | Missouri
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How can I “fix” my
i iEchnical Capacity

pe— - ..
ckemetersitor working condition

eters - new meters are:
more accurate
easier to'calibrate
easier to repair
Use correct size meter for each customer
- not too big or small
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How can I “fix” my
EapHCity (Wastewater)

: ‘_"I'-_ ,
._' ‘_

' —

|

e water’ supply volume figures to
wastewater influent volume figures during dry
and wet weather

Smoke test and video sewers

Show-me software will show you how much 1/1
is costing you

@ | Missouri
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How can I “fix” my
mcal Capacity (Water)

oduce your own water, your loss
should b‘e'less than 15% of the water you draw.

I1 you buy treated water, your loss should be
less than 10% of the water you buy.

Show-me software will show you how much
water loss is costing you.

@ Missouri
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Mnformation you Need
= for an Analysis

Water losses oxisewer system infiltration/inflow for
past 12 months

Account balances at start of the past 12 month period

Customer volume usage (billed amounts) for past 12
months, 3 winter months for sewer

@ | Missouri
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Mnformation you Need
= for an Analysis

.

Growth rate projection for your community for next
S years
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-_ " ilie Law and Fees

-

Amendment to the Missouri

Feﬂ@ be raised without an election (vote of

the people); taxes cannot.

Sunshine Law

Neglect it and you can be sued and your rate
increases can be voided.

@ | Missouri
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. Some Things you
. Need to Know

"‘

JJS, rate structures are based on good
. budgets and sond customer records.

Arbitramiysadding 53 to every bill seldom
results inif@ir and equitable rates.

Customers and citizens should know why
rates are set as they are. By performing the
analysis, you can tell them.
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Some Things you
= Need to Know

il

ctures should be easy for customers
to'understand, and for you to

rand defend.
Fee policiesishiould be in writing and enforced.
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